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KEY ECONOMIC INDICATORS - QATAR 


(All values in million U.S. dollars unless otherwise stated. 

$1 = 3.86 Qatari Riyals. Although OR is classified as floating 
currency, exchange rate against dollar has been set up at above 
rate by the Government of Qatar since February 1978.) 


% Change 
1974 1975 1976 1977 1977/1976 


Income and Production 

GNP at current prices 3517 4044 Not 
Available 

*Per capita GNP(U.S. $1) 20690 22460 Not 
Available 


Crude Oil Production 159.8 182 162 
(in million U.S. barrels) 


Associated gas production 144 164 89 
(in billion cubic feet) 


Electric power 625 801 
(megawats) 


Water desalination 3504 3559 
(million gallons) 


Money and Prices 
Money Supply 147.6 264.8 


-Demand deposits 101.5 191.2 
-Currency in circulation 46.1 73.6 


**Prime short term note 
**Discount trade paper 


**3-5 years bank term loan 
rate 


**Personal loan rate 

**Time Deposits: 30 days 
90 days 
180 days 


**Interest on savings 
deposits 
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% Change 
1976 1977 1977/1976 


Balance of Payments/Trade 


Gold and foreign exchange 
reserves 1172 2063 3200 3900 


Balance of Payments + 1040 + 529 + 315 + 92.5 
Balance of trade +1699 +2353. ° + i438 + 885.2 


Exports (FOB) (oil 
included) 1928 1733 2110 2101.7 


Imports (CIF) 267 450 765 1253.8 
Re-exports 41 50 wae 32.2 
Imports from U.S. 33.6 50.3 78.7 119.9 
Ports Freight/Passengers (Sea) 

Freight unloaded (1000 tons) 573 780 1297 1575 
Number of ships NA 465 593 679 


Motor vehicles imported 
(single units) 7556 14081 16244 


Construction 


Number of permits issued - 
Doha 1743 


Cement (1000 tons) Lp hted 


- Production L162 
- Imports oees 


State Budget 

- Revenues 1374.2 1975 2050 

- Expenditures 506 1018.2 1446.5 
Actual public expenditures 1825.5 1783.8 2231.8 


*k*kPrice Index 


(1974 = 100) 138.03 166.68 204.78 





Notes: *Embassy estimates 1977 population - 200,000 


**Average rates 


***Computed on basis of monthly cost of living for family 
of three. Average cost of living for 3 person family 
in 1977 was US $1750 per month. This does not include 
housing expenses of approximately $2000 per month which 
are usually paid by employer. 


Sources: Ministry of Finance and Petroleum, Ministry of Commerce 
and Economy, Ministry of Municipal Affairs, Qatar 
Monetary Agency, Qatar Navigation Company, Commercial 
Banks, U.S. Department of Commerce, International 
Monetary Fund. 





OVERVIEW 


The startling pace which characterized the development 
of the economy of Qatar since the 1974 oil price rise 
has been moderated by inflation and market forces affect- 
ing Qatar's only significant export commodity, crude 
petroleum. In 1977, Qatar exported twenty million fewer 
barrels of oil than it did in 1976, a decline in 
production of eleven percent. Actual public revenues 
dropped by six percent to $2,108 million. (Expressed 

in 1974 dollars, actual public revenues were $1,199 
million as compared to actual public revenues of $1,825 
million in 1974.) 


The decline in public revenues is reflected in a decline 
in the private sector. This can be most easily seen in 
the thirteen percent decline in the number of construction 
permits issued in 1977. There was a sixty-four percent 
rise in the CIF value of imports over the 1976 total but 
this statistical increase does not indicate the serious 
decline in imports which became clearly visible in 
October of 1977 and which has continued since then. 

(It is expected that tonnage unloaded will decline in 
1978 although dollar value may increase slightly due to 
inflation.) 


The decline in revenues in the public and private sectors 
has not yet caused a decline in government expenditures. 
Particularly in the public sector, there has been, in 

the past, a wide gap between what was coming in and what 
the government was able to spend. This gap narrowed 
considerably in 1977 but it had been so wide as to allow 
a thirty percent rise in expenditures in spite of the 

six percent decline in revenues. Even adding in the 
inflation factor does not eliminate the rise in public 
expenditures. The margin between revenue and expenditures 
has now narrowed to the point where the rate of growth 

of expenditures must decline if a public deficit is to 

be avoided. This has caused the government to be more 
conservative in its plans and more realistic in its goals 
than it was in the first few years of wealth. Proposals 
are more closely scrutinized and sources of materials 

and services are more carefully evaluated. A more 
businesslike atmosphere prevails. The Embassy feels 

that these factors will benefit American business. 





The first US-trained Qatari students have now returned 
to positions in the government and the local business 
community, and their presence is being felt. They are 
universally acclaimed as being more effective than their 
counterparts trained elsewhere and are seen to be more 
successful in public and private positions. These 
factors have led to more active competition for govern- 
ment scholarships for education in American universities. 
As more students return, it is expected that the 


already visible trend toward utilization of American 
goods and services will become more pronounced. 


The petroleum sector will continue to dominate the 

economy for the foreseeable future. At present levels 

of enaaee reserves are expected to last for 20 years, 
and further exploration is being conducted. Qatar also 
has enormous natural gas fields which could be exploited 
for several hundred years without exhausting reserves. 
Most major industrial projects planned or under 
construction are related to the petroleum sector, 

deriving either fuel or feedstock from Qatar's reserves. 


It is expected that the market factors which have 
temporarily depressed the sales of Qatari crude oil 


will be reversed within a few years. When demand again 
exceeds supply in the world market Qatar will again be 
able to increase production and at the same time the 


market will be able to bear a price increase which will 
neutralise the effects of inflation on Qatar's economy. 


PART A - CURRENT ECONOMIC SITUATION AND TRENDS 


The spectacular growth of the Qatari economy is due to 
one resource: oil. From 1949, when the first cargo 

of crude was exported, until the early 1970's, Qatar 
experienced a modest rate of development. In 1974, oil 
revenues rocketed to $1.928 billion, a 500 percent 
increase over 1973 earnings. Oil income for 1976 was 
$2.110 billion with 25 percent of possible production 
shut in. The oil sector accounts for more than 50 
percent of the GNP and well over 90 percent of government 
revenues. The government acquired 100 percent control 
over oil production and marketing during 1976 and early 
1977. Oil reserves are expected to last an additional 





20 years. Recently discovered reserves of non- 
associated natural gas have the potential of anchoring 
the economy for literally hundreds of years after the 
oil runs out. 


Starting in 1969, when construction began on a fertilizer 
plant, Qatar embarked on an ambitious industrialization 
scheme. Not surprisingly, virtually all heavy industrial 
projects that have been initiated thus far rely on Qatar's 
petroleum reserves for either fuel or feedstock. The 
total capital cost of these projects will approach $4 
billion. For the execution of most industrial projects, 
the government has formed joint venture companies with 

a foreign partner. (The foreign companies acquire 
minority participation - generally 30 percent or less 

in return for technical, managerial and marketing 
expertise.) This arrangement has been employed for 
petrochemical, fertilizer, steel and gas utilization 
projects. 


Infrastructure development is struggling to keep pace 
with the economic boom. Large scale programs are under- 
way for the construction of housing, hospitals, schools, 
roads, port facilities and power stations. The boom has 
brought with it several problems related to the limited 
absorptive capacity of the country. These include lack 
of skilled and unskilled labor, a critical housing 
shortage, port congestion and inflation. The government 
has identified problem areas and efforts are being made 
to find solutions for these problems. 


Thus far, the government has generated most of the 
economic activity in Qatar. The private sector has 
limited its participation to trading and, on a limited 
scale, contracting. However, the government has adopted 
a policy of encouraging participation in industry by the 
private sector through grants, low interest loans and 
exemption from customs duties. Qatar has not developed 
as a regional business center. Service industries and 
banking, while active, have been directed toward the 
domestic economy. 


INDUSTRY 


As is the case in neighboring countries, the basis 
for economic growth is the petroleum industry. Since 100 
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percent control over oil production and marketing passed 
to the government in 1976 and early 1977 a new operating 
authority, the Qatar Petroleum Producing Authority has 
been constituted to regulate production in onshore and 
offshore divisions. Marketing is controlled by the 

state oil company, the Qatar General Petroleum Corporation 
which was formed in 1974 in anticipation of the 100 
percent takeover. 


In 1969, as oil revenues began to provide the means for 
economic development, the government formed a joint 
venture with a Norwegian firm and started construction 
of a fertilizer plant which used associated natural gas 
as feedstock. Qatar Fertilizer Company (QAFCO) operates 
a plant producing 1000 tons per day of urea and 900 tons 
per day of ammonia. The plant has been on stream 

since 1973 and an expansion program is currently under- 
way that will double its capacity. Following the 
fertilizer project, a 350 ton per day cement plant was 
built, later expanded to 700 tons per day. Plans now 
call for a further expansion that will bring total 
capacity to 1600 tons per day. These projects were 
followed by an NGL plant and a small domestic refinery 
(7000 barrels per day), both completed in 1974. Until 
its destruction by a disastrous explosion and fire in 
early April 1977 the NGL plant ligquified associated gas 
from onshore oil fields. The government plans to 
reconstruct the NGL plant after further investigation 

of cause of the April fire. 


Following the dramatic 1973 OPEC oil price increases, 
Qatar concluded agreements with foreign partners for 
joint ventures in steel production, petrochemical 
processing and gas utilization. Qatar Steel Company 
(OASCO) is building a 400,000 ton per year direct 
reduction steel mill in the Umm Said industrial area 
south of Doha. The plant, completed in early 1978, 
produces construction steel for export and internal use. 
QASCO is a joint venture involving the Government of 
Qatar (70 percent), Kobe Steel (20 percent) and Tokyo 
Boeki (10 percent). 


Qatar Petrochemical Company (QAPCO) was established in 
1974 and is supervising the construction of a petro- 
chemical complex which will produce 250,000 tons per 
year of ethylene. Most of this production will be 





processed on site into polyethylene. The partners 

in QAPCO are the Government of Qatar (80 percent), 

CDF Chemie (15 percent) and Gas Ocean (5 percent). 

In 1975, Qatar and France launched a second joint 
venture petrochemical company which operates an ethylene 
plant in Dunkirk. 


Qatar Gas Company (QGC), a joint venture between the 
Government of Qatar (70 percent) and Shell (30 percent) 
was also formed in 1974. QGC has responsibility for 
carrying out gas projects utilizing the enormous reserves 
in the Shell concession area (estimates of non-associated 
gas run well over 100 trillion cubic feet). The new 
Company's first project is the construction of an NGL 
plant which will produce propane, butane and pentane from 
offshore associated natural gas, presently being flared. 
The cost of the plant is estimated at $350 million. A 
more ambitious gas project is the proposed construction 
ofa$1.5 billion LNG facility that would begin tapping 
non-associated gas reserves. Feasibility studies 
conducted by Shell are presently underway and a decision 
on the project is expected within one year. 


The private sector has played a limited role in industrial 
development. However, now that most heavy industrial 


ventures have been launched, the government is making 
efforts to encourage private sector participation in 
industry. A privately owned flour mill and a small 
truck assembly plant are already in operation and 
attempts are being made to establish small industries 
for food processing, plastics and paper products. Joint 
ventures with foreign firms are encouraged. 


INFRASTRUCTURE 


Qatar's rapid economic expansion has brought with it a 
flood of foreign workers and businessmen and has created 
an urgent demand for a developed infrastructure. The 

very limited population and slow economic growth that 
characterized Qatar until recently did not provide a 
substantial foundation for development and the government 
is now involved in a major effort to provide the necessary 
facilities and services to sustain industrial growth. 
Doha's six berth port has been expanded, and berths 





have been completed at Umm Said to service the 
industrial area. 


In terms of electric power, present generating capacity 
is approximately 1011 megawatts. Although the situation 
has improved in the last two years, Doha still suffers 
occasional power cuts, especially in the summer months. 
Qatar is largely dependent on desalinated water both 

for drinking and industrial consumption. There are 
occasional water shortages at present but additional 
desalination plants that will be built in association 
with the new power stations are expected to meet present 
and projected water needs of the country within three 
years. 


Housing, one of the most critical problems which has 
faced Qatar, is now less critical. Due to the lack of 
sufficient indigenous manpower, the government has been 
compelled to import thousands of foreigners, ranging from 
unskilled labor to technicians to engineers and managers. 
The resulting demands for housing continues to outstrip 
the capacity of the local construction industry. The 
need for housing is particularly acute in Umm Said where 
Qatar's heavy industry will be located. Studies indi- 
cate that 18,000 workers will be required in Umm Said 

by 1980, many of whom will have families. The present 
population of Umm Said is approximately 3,000. One 
result of the housing shortage has been a drastic 
increase in rents. An unfurnished three bedroom house 
rents for up to $4,000 per month. Rents are expected 

to decrease as the supply of housing approaches the 
demand. 


Other infrastructure projects are also receiving 
attention. A 640-bed general hospital is under 

' construction and other health facilities such as an 
isolation hospital and a women's hospital are planned. 
Construction of primary and secondary schools has been 
equal to the demand by Arabic speaking students. 
Construction of a large university is also expected 

to begin this year and a new international airport is 
in the planning stage. 





SERVICES 


A. BANKING 


The Qatar Monetary Agency (QMA) was established in 1973 
to serve as Qatar's central bank. The QMA has respon- 
sibility for issuance and redemption of currency, 
protection of the value of the Riyal and regulation of 
the commercial banking system. Lack of sufficient staff, 
however, has prevented the OMA from fully exercising its 
powers. There are twelve commercial banks currently 
operating in Qatar. These include one American bank, 
First National City Bank, and three locally owned banks, 
the Qatar National Bank, the Commercial Bank of Qatar 
(managed by Chase Manhattan) and the Doha Commercial 
Bank. Qatar National Bank, which is 50 percent govern- 
ment owned, is the depository for government accounts. 
Qatar has no foreign exchange restrictions and the 
banking law permits all usual commercial banking opera- 
tions. An interbank agreement regulates interest rates 
on bank deposits in Qatari Riyals. A currency agreement 
signed in September of 1976 with Bahrain and the United 
Arab Emirates makes the currencies of all three countries 
legal tender in the three countries in amounts up to 
5000 Qatari Riyals(equal to 500 Bahraini Dinars, 

or 5000 U.A.E. Dirhams, or $1250). 


B. HOTELS 


Like other countries in the Arabian peninsula, Qatar 

has had an extreme shortage of hotel rooms, especially 
during the winter months. This situation has been 
alleviated to some extent by reeently completed extensions 
to Doha's two major hotels. The government is building 

a 400 room hotel and a 256 room Ramada Inn is under 
construction. Several other groups in the private sector 
are also considering hotel projects. 


C. COMMUNICATIONS 


Qatar is one of the shareholders of Gulf Air, jointly 
owned by Bahrain, Oman, the United Arab Emirates and 





Qatar. Gulf Air and other international lines provide 
regular service to the Middle East, Europe and the sub- 
continent. Qatar has excellent external telephone, 
telex and cable facilities, and an earth satellite 
station was completed in March 1976. There are still 
problems with internal telephone communications and 
delays in equipment installation. 


D. LABOR 


The absence of a technically or administratively trained 
indigenous population has resulted in a heavy reliance 
on foreign labor and skills and lack of an established 
infrastructure or industrial base has created some 
absorptive problems and bottlenecks for the economy. 


There is no unemployment in Qatar. The country is heavily 
reliant on foreign labor which is supplied principally 
from other Arab countries, India, Pakistan and Iran. 

There are labor shortages, both skilled and unskilled, 

in all areas of the economy, a factor that has slowed 

the progress of industrial development. The Ministry 

of Education provides scholarships for all qualified 


Qatari students who wish to attend universities 
abroad. Doha also has a Regional Training Center, 
operated with assistance from the International Labor 
Organization, that provides technical training for 
Qataris and nationals of the other Gulf states. 
However, anticipated manpower requirements will far 
outstrip the capacity of the country to provide local 
workers and managers, and Qatar will be compelled to 
rely on increasing numbers of foreign workers in the 
future. 


The shortage of labor and expansion of economic activity 
have increased wage levels by an estimated 30-50 percent 
per year since 1973. Unskilled construction workers 

in the private sector receive $20 - $25 per day and 
trained clerical staff are now getting starting salaries 
of $600 per month. 


With the exception of the operating oil companies which 
have loosely structured employees organizations, there 
is no organized labor movement in Qatar. Strikes are 
prohibited. 





E. TRANSPORTATION 


Doha is served by air through Doha International Airport, 
by sea through ports at Doha and Umm Said, and by over- 
land truck routes from Europe through Saudi Arabia and 
from United Arab Emirates. The airport is capable of 
handling any shipments of air freight which can be 
accommodated by modern wide-bodied jets. Qatar's two 
ports are equipped to handle LASH, RO-RO, SEA-BEE and 
container vessels, as well as general cargo vessels. 

Sea shipments up to 160 tons (single units) have been 
off-loaded at Umm Said port. Qatar National Navigation 
Company and its sub-contractor, Mammoth Gulf Corp, have 
a government monopoly on movement of arriving shipments. 
The two companies are able to handle unit shipments of 
up to 2,500 tons and can move shipments up to this size 
directly to job sites. Goods can be brought into Qatar 
by road from Europe through Saudi Arabia. The road link 
from the United Arab Emirates and Oman should be finished 
by the end of 1978. This link will make it possible 

for shippers to send goods to Qatar via the container 
facilities in Dubai and Sharjah. 


PART B - IMPLICATIONS FOR THE UNITED STATES 


BACKGROUND 


The United States has not been the traditional supplier 
of Qatar except in oilfield supplies and equipment. 
Major industrial projects have been taken by other 
countries: Japan, England, France, Germany, Norway. 
But as the economy shifts from its necessary early 
emphasis on industrialization and infrastructure to a 
more consumer oriented structure, the U.S. should be 
ideally situated. Except for automobiles, the US is 
gradually taking over all the consumer markets. (Japan 
dominates the market in automobiles and will continue to 
do so for the next few years until most consumers can 
afford their first American cars.) As more Qataris nave 
returned from educational, business and pleasure trips 
to the US, the demand for US goods and services has 
increased dramatically. 





OPPORTUNITIES 


A. TRADING 


Direct imports to Oatar from the United States have 
increased from $16 million in 1972 to over $119.9 
million in 1977 when they accounted for 10.5 percent 
of Qatar's total imports. In addition to supplies for 
the oil industry, motor vehicles have been one of the 
most important American exports to Qatar. There are 
rapidly expanding opportunities for the sale of 
construction equipment, building materials, housewares 
and household furnishings and materials handling 
equipment. 


B. MAJOR PROJECTS 


Participation of American firms in major project acti- 
vity has expanded to include the design and construction 
of a 7000 barrel per day refinery and a major subcontract 
for the steel mill. An American firm is serving as 
consultant for the government hotel and convention 

center and is doing the urban planning for the New 
District of Doha. An American architectural and engi- 
neering firm is designing the terminal complex for the 
new airport. An American firm is building a large 
private sector hotel. American firms have begun to 
compete more actively for important contracts such as 

the new NGL plant, a second refinery, and several large 
construction projects. Additional future opportunities 
for contractors will include housing projects, hotel and 
university construction and processing plants for the gas 
industry. 


In general, both the government and private sectors are 
favorably disposed toward American firms. American 
products and services enjoy a reputation for quality 

and reliability, and there is substantial local interest 

in expanding trade relations with the United States. 
However, the government is very conscious of price in 
evaluating bids, and American offers have been considerably 
higher than those of European or Japanese competitors. 
These higher estimates are often the result of 
unfamiliarity with local costs and conditions. Also, 
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several recent bids by American companies have been 
rejected because they did not comply with the terms of 
the tender, generally because of the addition of 
escalation clauses which are not acceptable to the 
Government of Qatar. Thus, while there are a number of 
major opportunities for American firms in Qatar, 
successful competition requires acceptance of the bcal 
ground rules and a thorough knowledge of the area which 
can be gained only through repeated visits to the area. 


C. INVESTMENT 


The Government of Qatar actively encourages foreign 
investment, especially for industrial projects. There 
is a legal requirement that all local companies have 

51 percent Qatari ownership, although exemptions can be 
obtained by special decree. Equipment and material 
imported for use in new industries are exempted from 
duties, and industrial ventures in Qatar are entitled 
to a five year tax holiday that can be renewed. There 
are no personal income or municipal taxes. The Govern- 
ment of Qatar may also assist foreign investment in 
industry through capital participation, long term, 
interest free loans or byproviding free land. The 
government is especially interested in furthering the 
development of petrochemical, food processing and 
plastics industries. There may also be excellent 
opportunities for international firms willing to 
establish operations in Qatar for the manufacture of 
prefabricated housing. 
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Country 
Marketing 
Managers 


Commercial and economic information on most trading part- 
ners of the United States is available from the U.S. Depart- 


ment of Commerce. 


A Country Marketing Manager is responsible for a country 
or group of countries as listed below. Assistance or informa- 
tion about marketing in these countries may be obtained by 
dialing these key people directly: 202-377 plus the given 


extension. 


Area Extension 


Africa 


Algeria, Libya, Morocco, Tunisia 
Remainder of Africa (except Egypt) 
Europe 


France and Benelux Countries 

Germany and Austria 

Italy, Greece and Turkey 

Nordic countries 

Spain, Portugal, Switzerland and Yugoslavia 
United Kingdom and Canada 


Far East 


Australia and New Zealand 
East Asia and Pacific 
Japan 

Southeast Asia 


Latin America 


Brazil, Argentina, Paraguay and Uruguay 

Mexico, Central America, and Panama 

Remainder of South America and Caribbean 
countries 


Near East 


Bahrain, Iraq, Jordan, Kuwait, Lebanon, Oman, 


Peoples Democratic Republic of Yemen, Qatar, 


Saudi Arabia, Syria, United Arab Emirates, 
Yemen Arab Republic 
Iran, Israel, Egypt 


Eastern Europe 
USSR 
Peoples Republic of China 


5767 
3865 


4504 
5228 
3944 
3848 
2795 
4421 


3646 
$401 
2425 
2522 


5427 
2314 


2995 





